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SUBJECT: SALE OF NAVAL VESSELS 

REFERENCES: ( A) STATE 190667, OCT. 72; ( B) TAIPEI 2598, 

MAY 73; ! C) TAIPEI 2190, APR 73. 

1 . IN KEEPING WITH USG POLICY TO EMPHASIZE SALE RATHER THAN 
LOAN OR LEASE OF US NAVY VESSELS ! REF. A), WE PREFER TO SELL 
YARNALL AND RILEY RATHER THAN EXTEND LOANS. YOU SHOULD, 
THEREFORE, MAKE PRESENTATION TO GRC SIMILAR TO THAT MADE ON 
AN YANG ( EX- USS KIMBERLY) FOR THESE TWO SHIPS. THE PRICE 
WOULD BE DOLS 150,000 FOR THE YARNALL AND DOLS 80,000 FOR 
THE RILEY. 
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2. IF GRC WILLING TO PURCHASE SHIPS YOU SHOULD TRANSMIT 
TO GRC DIPLOMATIC NOTE, SUBSTANTIVE PARAGRAPHS OF WHICH 
FOLLOW: QUOTE. I HAVE THE HONOR TO REFER TO RECENT CONVER- 
SATION BETWEEN REPRESENTATIVES OF OUR TWO GOVERNMENTS CON- 
CERNING THE TERMINATION OF THE LOANS OF THE FOLLOWING VES- 
SELS: THE EX- USS KIMBERLY ( DD-521), THE EX- USS RILEY ( DE- 

579), AND THE EX- USS YARNALL ( DD-541). 

3. IN ACCORDANCE WITH THE ABOVEMENTIONED DISCUSSIONS, THESE 
SHIPS WILL BE OFFERED FOR SALE TO THE GOVERNMENT OF THE 
REPUBLIC OF CHINA FOR 150,000 US DOLLARS EACH FOR THE 
KIMBERLY AND THE YARNALL AND 80,000 US DOLLARS FOR THE RILEY 

IN ACCORDANCE WITH THE TERMS, CONDITIONS, AND PROCEDURES 
NORMALLY APPLICABLE TO THE SALE OF DEFENSE ARTICLES BY THE 
UNITED STATES GOVERNMENT TO THE GOVERNMENT OF THE REPUBLIC 
OF CHINA. 

4. THE LOAN OF THE EX- USS KIMBERLY WAS MADE PURSUANT TO 

AN AGREEMENT BETWEEN THE GOVERNMENT OF THE UNITED STATES OF 
AMERICA AND THE GOVERNMENT OF THE REPUBLIC OF CHINA EFFEC- 
TED BY AN EXCHANGE OF NOTES SIGNED AT TAIPEI ON MARCH 14 
AND APRIL 1, 1967. THE LOAN OF THE EX- USS RILEY WAS 
MADE PURSUANT TO AN AGREEMENT BETWEEN OUR TWO GOVERNMENTS 
EFFECTED BY AN EXCHANGE OF NOTES SIGNED AT TAIPEI ON 
DECEMBER 7 AND 15, 1967. THE LOAN OF THE EX- USS YARNALL 
WAS MADE PURSUANT TO AN AGREEMENT BETWEEN OUR TWO GOVERN- 
MENTS EFFECTED BY AN EXCHANGE OF NOTES SIGNED AT TAIPEI 
ON JUNE 18, 1968. 

5. I HAVE THE HONOR TO PROPOSE TO YOU THAT THE LOANS OF 
THE EX- USS KIMBERLY, EX- USS RILEY, AND EX- USS YARNALL BE 
TERMINATED ON A MUTUALLY CONVENIENT DATE WITHIN 90 DAYS: 
THAT ARRANGEMENTS CONCERNING THE DISPOSITION OF THE FORE- 
GOING SHIPS BE CONCLUDED SIMULTANEOUSLY BY REPRESENTA- 
TIVES OF OUR TWO GOVERNMENTS: AND THAT THE AGREEMENTS 
EFFECTED BY THE AFOREMENTIONED EXCHANGE OF NOTES INSOFAR 
AS THEY RELATE TO THE AFOREMENTIONED SHIPS SHALL CEASE TO 
BE EFFECTIVE AFTER THAT DATE. 

6. IF THE FOREGOING IS ACCEPTABLE TO THE GOVERNMENT OF 
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THE REPUBLIC OF CHINA I HAVE THE FURTHER HONOR TO PROPOSE 
THAT THIS NOTE TOGETHER WITH YOUR NOTE IN REPLY CONCURRING 
THEREIN SHALL CONSTITUTE A TERMINATION OF THE AFORE- 
MENTIONED AGREEMENTS WITH RESPECT TO THE ABOVE MENTIONED 
VESSELS WHICH SHALL BECOME EFFECTIVE IN THE MANNER DES- 
CRIBED ABOVE. END QUOTE. 
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7. ADVISE DEPARTMENT IF GRC DOES NOT AGREE TO PURCHASE OF 
YARNALL AND RILEY. YOU MAY THEN DELETE THEM FROM DRAFT 
NOTE AND TRANSMIT IT TO GRC FOR SALE OF KIMBERLY TO WHICH 
GRC HAS ALREADY AGREED. 

8. UPON YOUR NOTIFICATION THAT GRC HAS RESPONDED FAVOR- 
ABLY WITH DIPLOMATIC NOTE, US NAVY WILL BE AUTHORIZED TO 
PROCEED WITH ACTIONS NECESSARY TO CARRY OUT CASH SALE ( OR 
SALES) THROUGH CHINESE NAVAL AUTHORITIES UNDER FMS PROCE- 
DURES. ROGERS 
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